OKANOGAN COUNTY CONSERVATION DISTRICT NO. 19
Okanogan County, Washington

Special Audit

January 1, 1994 Through March 31, 1996

Schedule Of Findings

1. Public Funds Were Misappropriated And Accounting Records Were Falsified And
Destroyed

Our audit of the financial records of Okanogan County Conservation District revealed that
at least $7,745.74 in public funds was misappropriated by the ex-program/tree sale
coordinator during the period July 6, 1995, through March 7, 1996. Accounting records
were falsified and destroyed in an attempt to conceal these losses. There were no federal
funds involved in this case. These funds were misappropriated as described below.

The ex-program/tree sale coordinator issued 15 checks made payable to herself from the
district’s checking account. She forged the two authorizing board member’s signatures on
these checks and then either cashed them or deposited them into her personal bank
account. In addition, she made false entries in the district check register and accounting
ledger for the information regarding payee, purpose, and accounting information for these
checks. Nine of the checks were also destroyed after they had been returned to the district
with the monthly bank statement.

The ex-program/tree sale coordinator was solely responsible for practically all district
accounting functions during the period of this loss. When we discussed these irregular
check transactions with her on June 27, 1996, she confessed to misappropriating public
funds from the district and falsifying and destroying accounting records in an attempt to
conceal these losses. She resigned her employment at the district effective March 8,
1996.

RCW 40.16.020 states:

Injury to and misappropriation of record. Every officer who shall
mutilate, destroy, conceal, erase, obliterate or falsify any record or
paper appertaining to the officer’s office, or who shall fraudulently
appropriate to the officer’s own use or to the use of another person, or
secrete with intent to appropriate to such use, any money, evidence of
debt or other property intrusted to the officer by virtue of the officer’s
office, shall be punished by imprisonment in a state correctional facility
for not more than ten years, or by a fine of not more than five thousand
dollars, or by both.

RCW 42.20.060 states:

Falsely auditing and paying claims. Every public officer, or person
holding or discharging the duties of any public office or place of trust



under the state or in any county, town or city, a part of whose duty it is
to audit, allow or pay, or take part in auditing, allowing or paying,
claims or demands upon the state or such county, town or city, who
shall knowingly audit, allow or pay, or, directly or indirectly consent to
or in any way connive at the auditing, allowance or payment of any
claim or demand against the state or such county, town or city, which is
false or fraudulent or contains any charge, item or claim which is false
or fraudulent, shall be guilty of a gross misdemeanor.

The following internal control weaknesses allowed this misappropriation to occur and not
be detected by management officials in a timely manner.

a. There was an inadequate segregation of duties. The ex-program/tree sale
coordinator was solely responsible for practically all district accounting
functions, included issuing checks, maintaining the check register and accounting
records, and reconciling the checking account.

b. The district manager did not periodically review or monitor the work performed
by the ex-program/tree sale coordinator. In addition, no one independent of the
accounting function either reviewed or performed the monthly bank
reconciliation.

C. The board did not adequately review the checks and supporting documents for all
disbursement transactions at the time of voucher approval.

We recommend the Okanogan County Conservation District seek recovery of the
misappropriated $7,745.74 and related audit/investigation costs from the ex-program/tree
sale coordinator and their insurance bonding company. We further recommend the
Washington State Office of the Attorney General and the Okanogan County Prosecuting
Attorney review this matter and take whatever action is deemed necessary under the
circumstances. Any compromise or settlement of this claim must be approved in writing
by the Attorney General and State Auditor as directed by RCW 43.09.260.

Bond coverage for district employees is as follows:

Insurer: Western Surety Company

Type of Policy: Fidelity Bond

Policy Number: 58250014

Dollar Amount: $15,000

Period of Coverage: June 12, 1988, to June 12, 1997

We also recommend the district review overall accounting controls, correct the
weaknesses outlined above, and implement an effective system of internal control
designed to ensure the protection of public assets.




